.

PROSPECTUS

GAF Corporatxon

“Nﬂmgl 650,000 Shares B 'l'm_-
e Commun stOCk . -,‘".‘ R s
(Par Valno -81 .Per Shars) :

Plan for the Sale of Restricted and Unrestricted Common Stock to Employoee Who Perform
Executive, Admmlstratwe or Supervleory Funetions (the “Stock Purchase Plan")

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE

SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS,
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE,

GAF Corporation(the” “Company”)  is' offering by this. Prospectus. 8 maximum - of 650,000 -~ -

shares of its Comtnon Stock to those key émployees of the Company and its subsidiaries.who may
from time to time be dee!g‘nated as eligible to purchase shares pursuent to .the Stock Purchase
Plan of. the Company described in this Prospectus, - This offer is made at the price and on the
terms and conditions contained in a letter agreement which wxll be entered into by the Company
and the offeree at the time an offer ismade. - - .

‘This Prospectus is also applicable to resales or oﬁm, if any, of the shares covered by the Plan
by purchasers or their transferees in the event that it might be deemed, the Company not 5o con-
ceding, that any purchaser or his transferee may be an underwriter as defined in the Securities Act
of 1933, as amended, with respect to any such shares as may be purclmed by him and in the event
that he may eifectuate sales of such stock under circumstances requiring a prospectus,’

{"In the event that any of the shares covered. by the Plan are reacquired by the Company from
pmhmpmumtm the terms thereof, this Prospectus is also applicable: to offers or sales, it
lny,bytheCompmyeothepubheofmhnhuesontheNmYcrkSmck Exchmgeatthethen
current market prices, - o

The Common Stock of the Company is listed on the New York Stock Exchange, The addx-
tional 650,000 shares of Common Stock as to which this Prospectus relates havealeobeenmud
on the New York Stock Exchange, subject to cﬁml nom:e of issuance,

No person has been authorized by the Comyanytogivemyinfotmationorto make any
representations not contained in this Prospectus, and, if given or made, such information or repre-
sentations must not be relied upon as having been so authorized. This Prospectus does not consti-
tute an offer of Common Stock in any State or other jurisdiction to any person to whom it ig
unlawful to make such offer in such State or other jurisdiction.

The date of this Prospectus is April 30, 1974
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The Company has filed a Registration Statement in respsct of the Common Stock to
which this Prospectus relates with the Securities and Exchange Commission, Washington, D. C.
20549 under the Securities Act of 1933, as amended. This Prospecius does not contain all
the informetion set forth in the Registration Siatement, certain portions' ¢f -whjch have been
omiited pursuant to the rules and regulations of the Securities and Exchis £!m2;lon.
The information so omilted may be obtained in the Commission’s principal offite’ in, Wash-
ington, D. C. upon payment of the fees prescribed by the Commission,
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The Company is subject to the informational requirements of the Seeurities Exchange Act
of 1934 and in accordance therewith files reports and cther informaticn with the Securities
and Exchange Commission. Information concerning its directors and officers, their remunera.
tion and options granted to them, its principal holders of securities and any material interests
of such persons in transactions with it, as of particular dates, is set forth in proxy statements
distributed to its shareholders and filed with the Commission. Such reporte, proxy stalements
and other information can be inspected at the principal office of the Commission at 500 North
Capitol Street, N.W., Washington, D. C., and copies of such material can be obtained from the
Commission at prescribed rates. The Company’s Common Stock, par value $1 per share, is i
listed on the New York Stock Exchange, where reporis, proxy material and other informatien
concerning the Company also can be inspeeted.

Except where otherwise indicated, this Prospecius speaks as of its date of issue, State-
ments contained in this Prospectus 24 to the contents of any document referred to gre not
necesarily complete, and in each instance reference is made to the copy of the document filed

as an exhibit 1o the Kegisiration Statement, each such statement being qualified in all respects
by this reference.
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GENERAL s

The Company was incorporated in Delaware in 1929 as American 1.G. Chemical Corporation and
changed its name to General Aniline & Film Corporation in 1939 and to GAF Corporation in 1968,
References to the Company, unless the context otherwise requires, include GAF Corporation and its
consolidated subsidiaries.

In 1942 over 90% of the Company’s then outstanding stock was vested by the Federal Government
under the Trading with the Enemy Act, After recapitalization of the Company’s stock in 1964, the stock
owned by the Federal Government was sold in a public offering in March 1965.

Since 1965, the Company has made a number of acquisitions pursuant to which it became engaged
in the manufacturing, mining, distributing and selling of various building materials, resilient flooring and -
industrial products and expanded the scope of its traditional chemical, photo products and business
systems operations,

JCRC—

The orincipal executive offices of the Company are located at 140 West 51st Street, New York, New
York 10020, telephone number (212) 582-7600.

USE OF PROCEEDS

The net proceeds from the sale by the Company, from time to time, of the Common Stock will be
added to the general funds of the Company.
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GAF CORPORATION
AND CONSOLIDATED SUBSIDIARIES
CONSOLIDATED STATEMENT OF INCOME
The following five-year Consolidated Statement of Income has been examined by Haskins & Sells,
independent certified public accountants, as stated in their opinion included elsewhere in this Prospectus.
This statement should be read in conjunction with the other consolidated financial statements and the
notes thereto included elsewhere in this Prospectus. Year Eaded December 31,
_m w12 w0 196
Dollars In Thousands Except Pes Sharc Amounts

Net Sales (Note B) soverveecrsecerrronnnnseanconness  $848836  §768460  $683762  §583482 $592,066
Costs and Expenses
Cost of oductl sold (Note B) vooiveeneianinnns 594,380 535,395 47723 419,844 417,302
letrlb\n?;n and selling (Note B) .ooceiininiiiinns 119,274 108,181 96,698 88,793 87,516 '
Advertising .....o.c0ne vessrabesitesretecanrares 20,668 18,659 15,518 11,513 13,756 i
Research u\d develoyment (Note 1) vrrnenrneeerrns 14,420 g;,ll:’ 12,% IZ.GSg 13,261

Ad trative and general «Jote B) ...... 35, 989 30, 22,24 !
e Dy S e N My w0 s w72
Opesating loss of duoommwd openuom (Notz B - - 4,343 264 96
‘Total Costs and Expenses .. veeenes 799,251 720,574 647,523 569,336 190
Other Income (Chai
Gn: on rmqrug:&m of 5% Convertible Notes

PRt B il wd Tt operatons 2~ -
ase-out of Linden dyes!
Note (5.542) — -

Other mcome—:t.t.e;'(ﬁc;t‘c.s.;\ and 2) 1436
Total Othar Income--Net . . ] 1,436

Profit Before Income Taxes and Extraordinary Ttems .. 52,052 50,349 37,642 15,582 2,7
185
4,800

lmo?c Taxes (Notes C, 1 and 6)

Umted States—current

United States—deferred 4,5, 375

United States investment tax credit ... (1,399) (1,521) (1,139) -

Amortzatin of elerred Daiy Sates | R R )

tax it arising prior sessssnavasensras

Deferred investment tax credit ..ovvevicensecnsaiad P - —_ 23 2820

FOreign ..ivvvevieirerecannnuees crvereeninieenee 4984 2,48 2,35 2,142 1,005
Total Income Taxes ..iveriverocnsnsaisnie 25,128 _2643 l§,7§3 7,189 14,506

27,706

Income Before Extraordmarﬁ Items ...
Extraordinary Items (Note B)

Cseceisensctcanaresiren

Net Income (Notes Cand E) .ovovvvniinnnninnnina., 13474 § 14693 11,068
Eam):ngsh}]\cy:;lcablc to Common Stock - 2706 » h 93 _l—;
Tess Drefred Stock Dividend Repirements 1. 0 3988 S pm L ms i L
Earnings Applicable to Common Stock ............ 25,198 297 $ 9672 10898 § 2275
Primary Earnings per Common Share (Note 1)
Income before extracrdinary items ......... $185 $1.75 $1.33 $H $ 8
dinary items .ioevorreriniiiiinaes - - (£2) A5 (31
Net inoome ..vvevenniosrecranes trrerecesescassns $185 $1.75 $n $ 80 $.54
Fully Diluted Emmgs per Common Share (Nole 1)
Income before extraordinary items .... $149 $L19 $38 $48
ftems ....coeennns - Al hd
Cath Dividends Declared
Per Preferred Share ...oovvvnereiiveeevnnnnnns $1.20 $1.2 $1.20 $1.20 i
Per Common Share .....coovvvrviiicnnninnen. _$A2. S 40 S M SA SM :
Weighted Average Nember of Shares of Common Stock - !
Ontstanding (i thoWakds 1 - evvvvvinsneonnnnn.. 13531 13687 13609 13504 13,09
* Figure omitted becavse not dilutive. = ;
Numerical note references are to Notes to Conzolidated Financial Statements included elsewhere in :
this Prospectus. i N otes 10 Consolidated Statement of Income on follousmg page }
4
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Note A.

The Company changed in 1971 to the equity method of accounting for an investment in a 49%-
owned company, Chemical Developments of Canada, Limited (CDCL). The Company’s equity in the
earnings of CDCL, included in other income, amounted to $191,000, $240,000 and $146,000 for the
years ended November 30, 1973, and 1972 and the cleven months ended November 30, 1971, respectively.
See Note 3 of Notes to Consolidated Financial Statements for further information.

Note B:
Extraordinary credits (charges) consist of the following (See Note F):

Year ended December 31, 1969:
Provision for estimated loss on disposai of certain plant facilities and related
costs, less estimated applicable United States income tax benefits of $3,331,000 .. § (4,174,000)
Year ended December 31, 1970:

Net gain on sale of Texas Amiben production facilities, abandonment of related
production facilities, and renegotiation of the Amiben supply contract, less

estimated applicable United States income taxes of $1,044,000 ................ $ 2,377,000

Net gain on sale of headquarters of English subsidiary, less estimated applicable
foreign income taxes of $143,000 ...evvrerrerirrreranreiiieieniiiiins 3,923,006
T $ 6,300,000

Year ended December 31, 1971:

Provision for estimated loss on disposal of certain plant facilities and related
costs, less estimated reduction of state and local income taxes of $477,000 .... $(18,975,000)

Less estimated credits (provision) for Uxited States income taxes and investment

tax credit:
Current ...... e rreerneriee e, ereeerreeneeens cerrreeeaes 716,000
Deferred ...ivvvvueenniiiinieereenns N crerens Cerreersnas 8,570,000
Excess of investment tax credit recapture over unamortized deferred investment
tax credit of $804,000 ...vvereeannrnns e raneereeeeennnaanainae, (13,000)
0T Cereeerenes 9,273,000
Estimated net 1085 oo.ovevnnnereesersrineiriscisnseonans errereneecneinae (9,702,000)
Other items—net (principally reversal of the excess portion of the 1969 provision
for loss on dispesal of facilities) ........oooiveeiieiiiiiin 277,000
1 [ e (5,425,000)
Net gain on translation of foreign currencies (Notes 1and 2) .................. 992,000
0 [ e $ (8,433,000)

The Company’s chlorine-causiic operations were discontinued in September 1971, the ethylene oxide
and Calsilite® operations were discontinued in November 1971, and the related production facilities were
disposed of in 1972, The estimated net loss and related costs resuling from the proposed disposal of
these facilities and an unused quarry, less a gain on the 1971 sale of certain woodlands, amounted to
$9,702,000 as shown in the above summary. The sale of the facilities in 1972 resulted in a loss which
was $20,000 greater than anticipated. Such loss is included in costs and expenses in the 1972 Statement of
Consolidated Income.

5
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Nors E:

Changes in actuanal assumptions and the method of determining pension costs in exch of the years
1970 to 1972, as recommended by the Company's consulting actuary, increased Income Befors Extraor-
dinary Jiems and Net Income in the following approximate amounty:

1972 m i)
income Before Extractdinary Items and Net Iccome  $400,000 $300,000 $400,000
Prima -y Ezmings per Common Share ... ... PP 0 o 03
Fully Dirued Earnings per Common Share ....... 02 ] ]

There were no clnges in actuarial assmmptions or in the metbod of determining peasion costs in 1973,

Nom F:

Daring 1573, the Company curtailed the dyestuff and pigment operations at its Linden, New Jersey
plan:. resulting i a charge to income of $5.942000 (before tax benefit of $2882000), incinding a
write-cff of $4,992.000 of plant and equipment. This charge has boen included in Other Income (Charges)
1t thw: abowe statement, in accordance with Opinion No. 30, issued in 1973 by the Accounting Principles
Baard. Smailar item in 1999, 1970 and 1971 veere prescited as Extracedinary Ttems in conformity with
the acouunting principles then genenally a-cepted.  Had Opinion No. 30 been in effect for such earlier
yearn Net Income for idmee years would have been the same, tut Incune Belore Extraordimary ltems
v-oald have been increased (decrevsed) in the following approximate amounts :

1% 1920 1969
Income Before Extraordioary ltems (Note B) .. $(9.425000)  $6300000  $(4,174,000)
Primary Earniags per Common Stare ... (99) 46 (31)
Fully Diimed Exrnings per Common Share . ... . A .

Dering 1973, the Coanpravy purchased $23,290,000 principal amount of its omstanding 5% Convertible
Schervimsed Notes doe Apeil 1, 1994 at divcoonts which resulted in profit of $64,.359.000 (before tax
prov:on of $3.257000).

The increxse i income for 1973 was attribu.. e to 2 sobstantisl incresse in profits from intermtional
ant export aperstions winch offset 3 dechine in profits from domestic operations.  Sales increases were
arimeved W boeh domestic 2 Sreign operations.  Domestx profits were reduced primarilv due to (i)
mméyronable operzting reveits in resibert flooring, tartualarty with regard to floor tile where sales were
Sower and resdts were adversely affectad by higher plant and matenal costs and competitive pricing
restrictions. a0 {ii} the Compuny’s general imabikity, berazse of rice controls ander the Economic Stabiki-
nation Program. to ixcreavs s2.Biciently the prices of many of its products (particnlarly roofing) to offset

7
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increases in the costs of raw materials and feedstocks (see “Description of Business—Economic Stabiliza-
tion Program™). Offsetting such factors were improved results of international and export operations .
which benefited principally from increased demand for the Company’s products in foreign markets as

well as favorable 1973 foreign currency conversion rates.

Except for Building Materials where profits were lower, the Company’s five major sales groups
(in which export and international operations are consolidated) achieved both improved sales and direct
operating profits in 1973 (see “Description of Business” at page 10), including the Chemicals Group
before the $5,942,000 charge to income associated with the phase-out of dyestuff and pigment operations at
Linden, New Jersey (see Note F to Consolidated Statement of Income).

The increase in income for 1972 was attributable to an increase in sales and profits in the photo
products, building materials and industrial products groups and the elimination of the loss on operations
which were discontinued during 1971 (see Note B to the Consolidated Statement of Incume). Major
improvements in photo products operations were realized in both industrial photo and consumer photo.
Industrial photo benefited from increased sales levels, lower raw material prices and improved manufactur-
ing operations, Consumer photo experienced improved sales of film, VIEwW-MASTER® products and hard i
goods, including slide and movie projectors. Strong demand for replacement roofing together with
continued strength in housing starts contributed to the increase in building and floor product sales.
Industrial products had improved results in most operations, including sound deadening, roofing granule ;
and felt products. {:

The increase in income before extraordinary items for 1971 was almost exclusively attributable to
an increase in sales and profit margins in the areas of building and floor products and photo products.
Sales of building and floor products were aided by 2 substantial increase in housing starts and building
R .: products also benefited from strong demand for replacement roofing. Major increases in photo preduct s
: sales were in consumer photo, particularly film, ViEw-MasTeR® products and hard goods, primarily movie S
and still cameras, Photo product sales were also favorably affected by the acquisition of certain phote L
finishing plants and the business and assets relating thereto. The increase in administrative and general
expenses resulted from expenses of newly acquired operations, a provision for incentive compensation in
1971 where none was earned in 1970, increased legal and professional fees and normal increases in line
with the Company's growth.

L The reduction in income before extraordinary items for 1970 was attributatle in large part to a decline L
e in sales, especially in the areas of photo products and some of the Comp=ny’s chemical products, caused R

e by the gereral decline in the national economy. Profits from photo products were further affected by
operating problems incurred in introducing new technology and equipment relating to the manufacture

s of photographic film and paper. The profits of the Company’s chemical preducts group were also e
R affected by (i) difficulties encountered in connection with the expansicn of the Company's facility in : C

Linden, New Jersey for the manufacture of chlorine and caustic sods, which caused unanticipated costs

and a delay of full utilization of the facility and (ii) reduced purchases during 1970 by the Company’s

sole customer for Amiben, resulting from such customer having developed an inventory imbalance in

such product. (Procuction of chlorine and caustic soda was discontinued as of September 1971. See

Note B to Consolidated Statement of Tncome.; In addition. the Company implemented a planned

reduction in all its inventories. As a result of this inventory reduction program. some chemical ard all , A
phote product plants were operated at lower levels, with a consequent effect upon the profitability of : e
such plants,

a
Bl e e
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THREE MONTH (UNAUDITED) SUMMARY OF FINANCIAL INFORMATION

The following unaudited summary of financial information for the quarters ended April 1, 1973 and
March 31, 1974 reflects, in the opinion of the Company, all adjustments conslde_red necessary to present
fairly the information shown for the stated quarterly periods:’ (Doliars in Th

Except Per Share Amounts)
irst Ended

March3], 1974(a)  Aprill, 1973(a)
$192,499
Net Income (b) and (¢) ....... e, eeenes 5,735
Net Income applicable to Commcen Stock after Preferred Stock -
dividend requirements 5 4803 " -
Primary Eamnings per Common Share(d) B ) 35
Fully Diluted Earnings per Common Share(d) 33 3

(a) Interim accounting periods end on Sunday nearest the quarterly month-end.

(b) During the first quarter of 1974, the Company purchased $15,785,000 principal amount
of its outstanding 5% Convertible Subordinated Notes due April 1, 1994 at discounts which

__resulted in a profit of $4,634,000 (before tax provision of $2,363, 000)

(c) The Company plans to relocate certain of its staff ‘and administrative activities during
1974 from its leased offices in New York City to a new office building in Wayne, New- Jersey,
Costs of $4,433,000 (before tax benefit of $2y 261,000). relating to the relocation were charged
to income during the first quarter and it is anticipated -that $1,050,000. (before tax benefit of
$535,500) of similar costs will be charged to income during the second quarter.

(d) See Note 1 of Notes to Consclidated Financial Statements.

' PRICE RANGE OF COMMON STOCK; DIVIDENDS

The Company’s Common Stock is listed on the New York Stock Exchange. - The table below
shows for the indicated periods the high and low sales pnces of the Commen Stock on the New York
Stock Exchange.

The closing sale price of the Common Stock on the New York Stock Exchange on March 18, 1974
was $1034 per share, All price information contained in the table below was obtained from the National

Quotation Burea, Inc. Sales Prices Sales Prices
Low High  Low
uy

A 14
1234 1034
231 i 0
205 84
20%
1934 First Quarter (to March 18) 115¢ 8%
Commencing with the third quarter of 1973 the Company increased “.s quarterly dividend on Com-
mon Stock from 10¢ to 11¢ per share. Previously, the Company had paid quarterly dividends of
10¢ per share on its Common Stock since 1965. ¥ ..sre dividends on the Common Stouck will necessarily
be dependent upon future eamings, the financial needs and condition of the Company a: : other factors.
See “Description of Capital Stock” for information as to c. ain limitations on the pavment of dividends.

9
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DESCRIPTION OF BUSINESS

The Company is engaged in the manufacture and sale of : (i) chemicale; (ii) photographic products;
(iii) reproduction equipment, sensitized papers and forms used in business systems; (iv) building
materials ; and (v) industrial products.

The following table sets forth for the periods indicated (i) net sales and (ji) direct operating profit
of the lines of business of the Compaay.

The Company reports its operations on the basis of responsibility accounting, whereby the various
lines of business are measured after the assigninent of only those items of income and expense for
which each line of business is directly responsible. The Company’s accounting system does not provide
for the allocation of interest and other debt expense, the cost of functions that serve more than one line
of busitess, and miscellaneous expense and income items.

Year Ended December 31,
1973 1972 1971 1970 1969
Dollars in Thousands

Net Sales
Chemicals ...............  $172817  $156,295 $145788  $142,028.  $151,149
Photo Products 219,551 205,348 - 177,765 137,750 145,282
Business Systems 110,639 89,125 80,553 83904 . 7479
Building Materials .....,. 285,636 263,530 232,981 176,086 175,728
Industrial Products 60,243 54,162 46,675 43,714 45,117

$348886  $768,460 $683,762  $583,482  $592,066

Direct Operating Profit by Group ) :
Chemicals +...ovvvveeenn.  $20960(1) $ 20,428 $ 20872  $ 20,884 $ 24,244
Photo Products 11,148 8,882 4,544 (3,115) 6,805
Business Systems 4,838 2,280 2,382 4,512 4,406
Building Materials ....... 35,810 42,182 39315 . 18383 16959
Industrial Products 11,100 9,822 8,526 8326 9,173

83,856 83,594 75,639 48,990 61,587

Operating Loss of Discontinued )
0])‘3.1’850!15 - — (4,343) - (976)

(3i,'§o4)(z) (33245)  (33654)  (30,764) - (30.863)

Profit Before Income Taxes and .
Extraordinary Items $ 52052  $ 50,349 $ 37,642 $ 15,582 $ 29,748

(1) Includes $5,942000 ciiarge for phase-out of Linden dyestuff and pigment operations. See
Note F to Consolidated Statement of Income.

(2) Includes $6,359,000 gain on reacquisition of 5% Convertible Subordinated Notes, See Note G
to Consolidated Statement of Ineome.

10
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The principal ‘products, sources of supply, market pomtwn and recent dcvelopmems ‘with respect
to the Company’s ﬁve product groups are as follows:

Chemicals
Producu '
The Company s chemical products mclude the followmg- :

Dyestuffs and Pigments—The Company’s line of dyestuﬁs is primarily used in the textile mdustty
and also in the leather and paper industries. Its organic pigments are used for coloring many different
products, including rubber, plastics, printing inks, natural and synthetic textiles, paints and lacquers;
Surfau-adwc agents—Surface-active agents (or surfactants) possess detergent, emulsifying, dispers-
ing and wetting properties and are used in the manufacture and compounding of detergents (primarily
industrial), insecticides, pesticides, textiles, paper, leather, rubber; plastics and chemicals and in the
production and refining of petroleum and mineral products; High-Pressure Acelylene Derivatives—
The Company has developed and employs techniques for processing acetylme, a very explosive gas, under
high pressure into a wide variety of acetylene derivatives, with uses in the manufacture of plastics,
synthetic fibers, cosmetics, electroplating chemicals, pharmaceuticals, solvents and adhesives; Specsalty
and Tezxlile Chemicals—These include bactericides and fungicides, brighteners, Ieather tanning “and
finishing agents, textile treating chemicals, flame retardants, ultraviolet absorbers, solvents, carbony!
iron powders and silver salts; Industrisl Organic Chemicals—These compounds are used .in the pro-
duction of surfactants, dyestuffs, pharmaceuticals, defoliants, herbicides, growth regulators and other
agricultural chemicals, plastic stabilizers, electroplating chemicals, and photosensitive and other chemicals;
and - Lates” P'oducts—These producis ifclude rubber and polymer latices for rug backings, fabric
coatings and paper eoaungs, latex foam backing for drapety fabncs. and latu: adheswes for fabric
lammatlon e

- The Company ] chemml products are sold to users pnnc:pally by 1ts own sales personnel and, in
some cases, by independent distributors.

" Raw Materials

The raw materials used in the produchon of the Company’s chemical pre Jucts are purchascd from
a large number of outside sources, in many cases pursuant to supply contracts which are, in general,
standard for the industry. Certain of the Company’s raw material requirements, including acetylene, are
obtained from single or limited sources pursuant to supply contracts. ‘With respsct to acetylene, which
is supplied to the Company at two locations by separate sources, were uther of the sources to be dis-
continued the development of alternate sources of supply could involve interruption of production and
would probably result in substantially increased costs.

In the past, the Company's sources of raw materials have bo.u stable, In recent ‘months, how-
ever, the Company has experienced difficulty in obtaining adequate supplies of certain raw materials.
In this connection, the Company has been unable to obtain a sufficient supply of acetylene to meet
increased fequirements at onie of its plant locations. In addition, the Company has been unable to meet
increased customer demand for chloramben (also known as Amiben) because of shortages in certain
raw materials required for its production. Further, as a result of shortages of styrene monomer and
phenol, required for the production of latexes and surfactants, respectively, the Company has been unable

DISCLOSURE ® s s iz

G-I_EPA0019869



[ e

;  DISCLOSURE® irussimsiar i ssmas

to satisfy custemer demand for these products. Finally, the Company has encountered shortzges in
certain chemicals used to produce dyestuffs, which have becn overcome to date.

The shortages described above are primarily the result of the overall petrochemical shomge in the
United States and elsewhere, The Company cannot predict the duration or severity of such chortages.
Further reductions in supplies of raw materials, which have not occurred to date, could adversely
affect the Company’s earnings. See “Description of Business—Economic Stabilization Program” for
information concerning the exemption of certain petrochemicals from Cost of Living Council ‘control
and the elimination of cost justification and prenotification requirements for certain other petro-
chemicals.

Market Position

The Company is the sole United States producer of a complete line of high pressure acetylene deriva-
tives, although it competes with foreign manufacturers, only one of whom is an impertant factor in the
domestic market.

In the balance of its chemical business the Company faces competition from many companies,
certain of which are substantially larger than the Company and offer a broader range of products, The
Company ‘believes that the great size and diversified nature of the chemical industry make it impossible
to give a meaningful estimate of the relative position of the Company in this field.

e

Recent Developments

Since 1962, the Company has been manufacturing a herbicidal product called Axmben for and
pursuant to specifications furnished by Amchem Products Inc. (“Amchem”}. In 1974 the production
capacity for this product was expanded. Amchiem owns patents covering Amiben and is the Company’s
only potential customer for such product. Amiben faces competition from herbicides of other companies
and in the event Amchem’s requirements for Amiben should decline substantially, such decline would
have an adverse effect on the Company’s earnings. Demand for Amiben to date in 1974 has exceeded
such demand for the same period in the prior year.

In 1973, the Company phased-out its dyestuff and pigment manufacturing operation in Linden,
New Jersey. This decision was caused by severe competition from abroad and certain other economic
factors. The Company has transferred certain dyestuff and pigment operations from Linden to its
Rensselaer, New York plant where it will also continue to make certain other types of dyestuffs and
pigments.

See Note B to Consolidated Statement of Income for effect of discontinuance of chlorine-caustic

and ethylene oxide operations and Note F to Consolidated Statement of Income for effect of discontinuance
of the Linden dyestuff and pigment operations.

Building Materials
Products
The building materials portion of the Company’s business incfudes the manufacture of the following
products: asphalt shingles; built-up roofing, consisting of organic and ashestos-based felts; asphalt
roof coatings and plastic cements; organic and asbestos dry felt produced primarily for use by the
Company’s roofing and flooring planits; mineral fiber roof shingles and siding; mineral fiber building
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l -board; mineral fiber canal bulkhead designed-and processed to prevent land erosion by either salt or fresh
waters ; fiberglass insulation and vinyl siding (bcth purchased for resale) ; and asphalt and vinyl asbestos
floor tiles, adhesives, cove bases and vinyl sheet floor coverings.

The Company sells its products through its own salesmen to wholesalers, retailers, applicators, f
contractors and builders, Such sales arc mostly limited, in the case of building materials other than g
floor tiles and sheet vinyl, to states east of the Rocky Mountains. Its products are also supplied, on a d
bid basis, to United States and State agencies. i’

{
|

Raw Materiats

A major portion of the raw materials used for the manufacture of building materials is purchased } ‘
from a large number of outside sources and the balance is produced by the Company, including mineral f
granules, which are used to surface asphalt roofing products. ]

‘Raw material ingredients for dry felt, which in the past have been in good supply, are rags, waste
paper, pulpwood and wood fiour, purchased in the open market at prices which are subject to fluctuation.
w3, Asphalt is purchased from major oil refineries and independent operators, in one case pursuant to a
v long term supply contract. The Company purchases fiberglass material for insulation from one source %
i which it considers to be stable, )

In recent months the Company has experienced difficulty in obtaining certain raw materials used
in the manufacture of building materials. These products include the following: asphalt and dry felt
production stock for roofing products ; and polyvinyl chloride resins, titanium dioxide, plasticizers, solvents
; and stabilizers for resilient flooring. Such shortages, which in at least one of the Company’s plants have
T resulted in a curtallment of productxon, are attributable in part to the overall petrochem:cal shortage

. mentioned above..

Market Position

The building materials industry is highly competitive, The Company believes that it is one of the
leading producers of asphalt roof shingles and built-up roofing, mineral fiber roof and siding shingles,
mineral fiber flat sheets, canal bulkhead and vinyl floor coverings.

Recent Developments

As a result of the settlement in May 1970 of a lawsuit commenced in 1966 against The Ruberoid
Co., the Company entered into a license agreement with Congoleum Industries, Inc, whereby the Company
was licensed to manufacture and sell foamed vinyl flooring which uses a chemical embossing process. In
exchange for such license, the Company agreed to pay a royalty equal to 5% of the net sales of such
product during the term of the Agreement, which has a stated term ending on December 20, 1983, and,
in any event, the Company is required to pay a minimum royalty of $125000 a year through 1983,
which amount is applied against royalties payable in each such year. Royalties paid under this agreement
for 1972 and 1973 amounted to approximately $1,023,000 and $905,000, respectively.

In December 1972, the Company completed the construction of a new plant in Mount Vernon,
Indiana for the manufacture of asphalt roofing shingles and built-up roofing materials. The plant
provides approximately 80,000 square feet of manufacturing space on a 36 acre site and increased the
Company’s production capacity for these products by 6%.
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The Company is in the process of completing the installation of a vinyl siding fadility st its plant in
Gloucester City, New Jersey for the manufacture of exterior siding for sale in the northeastern and north-
central United States, Current shortages of polyvinyl chloride resin and titanium dioxide will probably
delay start-up of the facility and may cause the new facility to operate at less than capacity. The Com-
pany also plans to continue to puschase for resale vinyl siding procured from its existing supplier.

Roofing products constitute a major portion of total sales of the building producte group. It is
believed that a majority of roofing products sold by the Company are used in re-roofing of existing
structures. Housing starts were at a level of approximately 2,050,000 units in 1973, a decline of 13.7%
from the record high of approximately 2,375,000 units in 1972, but sales by the Company of roofing
products increased in 1973 over the prior year. It is anticipated that housing starts will decline further
in 1974 as a result of high interest rates, unavailability of funds, uncertainty in the economy, materials
shortages, rising construction and land costs, environmental restrictions and possible effects of the energy
shortage, among other factors. Despite the general decline in housing starts in recent months, sales of
the Company’s roofing products have been greater in 1974 to date than in the same period during the
prior year,

Business Systems
Products

The business systems portion of the Company's operations consists primarily of the production and
sale of diazo reproduction equipment, sensitized reproduction materials used in such equipment, and
business forms. Other products include micrographic equipment and supplies, sensitized paper and toner
for electrostatic office copiers and drafting office supplies.

The diazo reproduction process, while suitable for copying engineering and architectural drawings
because of its capacity to make larger copies, is limited in general applicability by the need for a translucent
master sheet printed only on one side.

The business systems products are sold in part directly by the Company's own employees and in part
through independent dealers. The machines sold by the Company are serviced in part by the Company's
own employees and in part by employees of such independent dealers, who are trained by the Company,

Raw Materials and Supplies

The raw materials and supplies used in the manufacture of these products are purchased from
several sources and, although in some cases parts are built to the Company's specifications, alternate
sources for such parts are available. In recent months there has been a shortage in certain materials
used in the manufacture of business system products. Such materials include paper for business forms
and sensitized products, specialty chemicals used in coating sensitized products and various electrical
components. These shortages have not, to date, resulted in any appreciable production curtailment.

Market Position

The Company believes that it is one of the two leading domestic producers of diazo reproduction
equipment and diazo papers, plastic films and other diazo coated products.

The field of business forms produced pursuant to customer specifications is dominated by another

company. The business forms products of the Company are sold principally ia the northern part of the
United States east of the Mississippi River.
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Recent Developments

In January 1974, the Company acquired the business and assets of Mohawk Industrial Lab ies,
Inc. a small company engaged in the manufacture and marketing of 3 random access information
retrieval systemn using standard size data processing cards.
3 The Company has established several retail stores under the “printExpress™" service mark, and
3 is test marketing the offering of printing and copying services and the sale of drafting and art supplies.
Early in 1974, the Company discontinurd the mannfacture and sale of electrostatic office copying
machines.

Photo Producis
Products

The photo products sold by the Company consist of the following: Consumer Photo Products—
including color and black-and-white Elm (print film, slide film and movie film), still and motion picture
cameras and projectors, slide viewers and scenic slide assoriments, and View-Mastes® and TALKING
View-Master® stereo reels and viewers; X-ray Products—including X-ray film and developing chemicals
for medical, dental and industrial use; Graphic £rts Products—including film, fitm bases, and chemicals
used in photolithography, rotogravure printing, offset printing, photographic type-setting and photo-
engraving; Industrial Products—including film and paper employed in oscillograph recording, mapping
and tracing; and Professional Photography Prodsucts—including biack-and-white and color still film, color
. motion picture film, and photographic papers. Professional photographic applications include press and
] industrial photography and professional portraiture.

The Company also offers consumer photo finishing services, and in this connection, in March 1971,
acquired the thirteen photo finishing plants and the business and assets relating thereto.of Cadence
Industries Corporation, for a cash purchase price of approximately $15,200,000 and the assumption of cer-
tain liabilities in connection with such business. Such plants, business and asscts are operated by the
Photo Service Division of the Company.

Distribution of the Company’s consumer and professional photo products is made through a ﬁeld sales
force consisting in part of the Company’s own employees and in part of independent sales representatives
or distributors, primarily to mass merchandisers and also to photo speualty shops. The Company’s
graphic and X-ray photo products are sold in part to distributors, and in part, along with other industrial
photo products, directly to users,

Supplies
The Company purchases from several sources the raw materials and certain components (some of
which are manufactured pursuant to its specifications), for the film, paper, slide and motion picture
i grojectors and viewers manufactured by it. The price of silver, which is one of tie more important raw
: materizls used in the manufacture of film and photographic paper, has increased substantially in 1972,
1973 and, to date, in 1974. Silver cost to the Company has increased from an average of $1.50 per troy
ounce in 1972 to §2.30 per troy ounce in 1973 and was selling on December 31, 1973 at $3.26 per troy
P ounce and on March 19, 1974 at $5.71 per troy cunce. Competitive factors presently limit the Com-
- pany’s ability to implement price increases related to this increased cost. Accordingly, the increased cost
of silver will have a material adverse effect on the earnings of the Company during 1974 unless substantial
price increases can be effecteq or the price of silver sufficiently declines.
The still and motion picture cameras sold by the Company are manufactured specially for the Company
by comparies located in Japan and Hong Kong. Acetate film base used by the Company is manufactured
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by it.  Other film base and raw paper used by the Company are purchased from domestic and foreign
soutces. In recent months, deliveries of polyester base for coating of film products have been delayed
intermittently and certain photographic chemical ingredients have been in short supply causirg some
production. delays,

Market Position

In general, the Company offers a broad range of photographic products, which is, however, consider-
ably narrower than that offered by Eustman Kodak Conpany (“Eastman”), the dominant company
inthe field. Inmany areas of the photographic industry in the United States, Eastman is dominant, and
the Company has only a small share. In addition, there is competition from foreign sources.

The Company believes it is the leading produser of stereo viewers and reels.

Recent Developments

The Company's film, under an agreement which has been extended to 1976, has been named the
official film of Disneyland and Walt Disney World where the Company has established Photo Exhibit
Centers and where the Company’s photo products are sold through more than 50 retail photo outlets.
Similar arrangements have been made at certain other amusement centers, including Sea World and
Jungle Habitat,

Late in 1972, the Company introduced pocket-sized instant loading cameras manufactured specifically
for the Company. The consumer acceptance of such cameras has been satisfactory. The Company
has also introduced print film for use in such cameras which can be developed with the same chemicals
currently used to develop the Company’s print film employed in standard size instant loading cameras
of the Company, ‘The Company's new print film is currently incompatible with the film developing
processes required for Eastman’s new film described below.

Early in 1972 Eastman introduced pocket-sized instant loading cameras and a new print filtn for
such cameras requiring different developing chemicals, Eastman is currently marketing new film of
the same 1ype in place of the print film formerly offered fo, standard size instant loading cameras, The
introduction of such new film, and the conversion by photo finishers to the different chemicals involved
in developing such film, may have the effect of reducing the number of photo finishers who wiil retain
the capability of developing the Company’s print film and may thereby reduce the demand for such
film. Regardless of this development, the Company's photo finishing plants will have the capacity to
develop and process hoth the Company’s film and Eastman’s film. The Company is engaged in a
research and development program to produce print film which cun be developed by the same chemicals
used to develop the new print film introduced by Eastman. There can be no assurance that the Company
will be successful in this program.

On April 30, 1973, the Company filed an atitrust action against Eastman in the U. S. District
Court for the Southern District of New York scrking treble damages in an unstated amount and
certain equitable relief, including the division of Eastman into ten scparate and independent businesses.
the dedication to the public of the trademark “Kodak” and the license and disclosure of all Eastman's
present and futvre photographic patents and know-how.

The Company stated in its Complaint that it is the last remaining domestic competitor to Eastnan
in the manufacture of conventional amateur photographic film. The Conspasy alleged that Eastman
has forestalled i ion in the develop of prod: i patible with those of Eastman, and
has made numerous changes in its products in order to make the progusts <1 its competitors unmzrkezable
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The Complaint [urther alieged that Eastman has, in many areas of the photographic industry, monopo-
lized the production and sale of photographic supplies, restrained trade, foreclosed markets, made illegal
acquisitions and engaged in various other illegal acts and practices.

Eastman filed an Answer on July 30, 1973 denying the material allegations of the Cemplaint, and
the case is presently in the pre-trial discovery stage.

A favorable decision in the suit could have a favorable effect upon the Company’s photographic
business whereas an adverse decision could result in the continuation of the present adverse competitive
position of the Company and have significant implications concerning the future of the Company as a
manufacturer of consumer, industrial and professional film products. The outcome of the litigation
cannot be predicted at this time.

In September 1973 the Company sold the inventories and certain other assets of Lenco Photo
Products, Inc. (“Lenco”) to Interphato Corporntion and appointed Interphoto as a distributor in the
United States of certain lines of the Company’s slide projectors and accessories. Lenco was a separate
marketing component of the Photo Products Group, distributing certain slide projectors manufactured
by the Company and certain other photographic supplies and equipment inanufactured by others.

Industrial Products
Products

The Company’s industrial products include automotive and industrial sound deadening products;
mineral roofing granules; asbestos fibers; ashestos paper and wallboard; wool pressed felt; FEuTRON®
synthetic fiber felts; papermakers felts and GAzLo® filter products.

The industrial products of the Company are sold primarily by the Company’s own employees and,
to a lesser degree, through independent distributers.

Raw Materials and Supplies
Brsic raw materials and supplies used in the manufacture of the Company’s industrial products
“iave in the past been in good supply although prices are subject to fluctvation. In recent months there
has been a shortage of certain of such materials and supplies, including viscose and polyaster fibers used
in the wool and synthetic felt lincs. These shortages have not, to date, resulted in any appreciable
production curtailment.

Market Position
The market for industrial products is highly competitive. The Compary believes that it is 2 major
pplier in the ive sound deadening, wool and synthetic fiber felts and roofing granules industries.
Except as indicated, the Company believes that the great size and diversified nators of the industrial
products industry makes it impossible to give 2 meaningful estimate of the relative position of the Com-
peny in this field.

Iniernational Operations

The Company’s international operaiicns, wich are cons.lidated in the net sales and income for the
Company’'s five lines of business contained hierein, incluic foreign distribution of the products manu-
facinred by the Company in the United States and zbroad {principally its chemical, flooring, phoic and
business systems predusts). and by ather suppliers. These operatioms are conducted primasily in Western
Farope, (anada und Avstrlia.  For 1973, the Company’s international operations. includawe ex-?
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Standard: Act which regulates air quality and the emission of pollu:ants, have affected and will increasingly
affect the Company. The Company is undertaking additional anti-pollution activities which will
undoubtedly be increased in response both to the Company’s continuing efforts to deal with environ-
menta! problems and to increased Federal, state and local regulation in this area.

In addition, the Federal Occupational Safety and Health Administration (“OSHA”) has promul-
gated numerous regulations deaiing with various aspects of the Company’s operations, including
regulations of permissible levels of asbestos dust in plants, The OSHA regulations, applicable to
asbestos processing and fabricating facilities, established an occupational work atmosphere of five fibers
of asbestos per cubic centimeter of air, to be reduced to an atmosphere of two fibers per cubic centimeter
by July 1, 1976. The Company believes that its manufacturing operations are in substantial compliance
with the five-fiber standard and the Company believes its facilities will comply with the two-fibar standard
by July 1, 1976. ’

While the exact nature of the environmental control problems which the Company will enconnter in
the future cannot be predicted, substantial additional capital expenditures, the amount of which cannot be
estimated at this time, as well as increased operating expenses, will be occasioned by the Company’s con-
tinuing effort to deal with environmental problems arising from its activities and to comply with the
statutes and regulations referred to above. However, the Campzny believes that compliance with
cnvironmental protection requirements will not adversely affect its competitive posidon in the industries
in which engaged. Pollution control requirements resulted in capital expenditures of approximately
$4,750,000 in 1973 and $5,300,000 in 1972. The Company expects to invest an additional amount of
approximately $24,000,000 in pollution abatement facilities by the end of 1976, although no assurance
can be given that this amount will not be larger in view of the foregoing factors.

On August 30, 1971 the Company entered into an agrecment wit’. Rensselaer County Sewer District
No. 1 for the construction, operation and maintenance of facilities to intcrcept and treat the industrial
wastes discharged from the Company's Rensselaer wanufacturing plant. The Company’s obligation for
the first year of operation, which is anticipated to-c.:nmence in late 1975, is presently estimated at
between $260,000 and $280,000. Of this sum approximately $100,000 is estimated to be attributable to
debt service and the halance to operating and maintenance costs, It is anticipated that operating and
wnaintenance costs will increase in the future, particularly with regard to power and chemicals required i
in the operation of the treatment plant. It is expected that th~ debt service obligation will continue for '
approximately 27 years after commencement. The Company will he obligated to pay a portion of the
operating and maintenance costs through June 30, 1990, even though it may cease to use the facility
prior to such time.

Oh September 26, 1973, the City of Calvert City, Kentucky soid a Pollution Control Revenue Bond
in the principal amount of $2,700,000, the proceeds of which are being used by the Company to construct
pollution control facilities at its Calvert City, Kentucky chemical plant. The Company has a ten year
lease and option to purchase the facility from the City of Calvert City with the Bond being payable from
the revenues derived from such lease. The Company is presently considering the use of similar types
of financing for pollution control facilities at tiiree other locations with an estimated aggregate cost of
$8,500,000.

Energy Shortage

The recent reductions and embargoes on shipments of crude oil by Arzb states have compounded
energy and petroleum product shortages which already existed in the United States and many other
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countries in which the Company operates. . These shortages, and the rapidly escalating costs of petroleum

products related thereto, are expected to have an adverse effect on the economies of the countries

involved and may have an adverse effect on the operations of the Company in such countries, However,

the uitimate effect thereof on the Company cannot be determived, although, as noted above; the
Company's difficulty in obtaining certain of the materials used in the production of its products is P
attributable in part to such shortages.. On March 18, 1974 it was reported that seven Arab states 3
agreed to. remove the embargo on the sale of oil to the United States and mosy other countries. . While
it is anticipated that the lifting of the embargo will make additional. supplies of. petroleun products :
available, it cannot be predicted what production leveis will be established and what pncmg lcvels will ¥
be adopted from time to time or if the embargo will be subsequently reimposed.

Facilities
The Company’s major plants are as follows:
Chemicals: Shallowford, Tennessee; Catvert City, Kentucky ; Dalton, Geergia ; Linden, New Jersey;
Rensselaer, New York; Texas City, Texas; and Glens Falls, New York.
Photographic Products: Binghamton, New York; Philadelphia, Pennsylvania; Los Angeles, €ali-
fornia; Sint-Nikiaas, Belgium; and Progress, Oregon.
Business Systems: Vestal, New York; Jonnson City, New York; Vernon, New York; Celabrook,
England; Delft, The Netherlands; Shelby, Ohio; and Sydney, Australia,
Building Products: Mobile, Alabama; Long Beach, California; Denver, Colorade; Tampa, Florida;
Savannah, Georgia; Joliet, Illinois; Mount Vernon, Indiana; Baltimore, Maryland; Millis, Massa-
chusetts; Minneapolis, Minnesota; Kansas City and St. Louis, Missouri; Scuth Bound Brook, New
Jersey; Vails Gate, New York; Erie and Whitehall, Pennsylvania; and Dzllas and Houston, Texas,
Industrial Products: Annapoelis, Missouri; Glenville, Connecticut; Joliet, Illinols; Franklin, Massa-

~ chusetts: Warren, Michigan; Bound Brook New Jersey; Newburgh, New York; Charmian,

Pennsylvania; and Westerly, Rhode Island. - The Company owns an asbestos mine in Hyde Park,
Vermont and rock quarries in Annapolis, Missouri; K.remlm, Wisconsin ; Faxrmmmt, Georgla and
Charmian, Pennsylvania. .

\id

With the exception of the plants Incated in Warren, chh:gan and Annapolis, Missouri (bmldmg
only), which plants are leased to the Company, the above mentioned properties are owned by the Company
in fee. That portion of the plant (building and equipment only) at Texas City, Texas which produces
Amiben is owned by Amchem.

The Companyalso owns or leases many other smaller plants, marchlabontomand -sales and
distribution offices in the United States and elsewhere,

’I‘heCompmybdlevestlntmgmenltlmphnuandfacdmu,whx:hmoimddymymgagesand
of different types of construction, have been adequately maintained and are in good condition. Fach plant
has adequate transportation facilities for hoth raw materials and finishec products.

The executive offices of the Company at 140 West 5ist Street, and substantially all of the adminis-
trative offices of each division, are housed in approximately 245,000 square feet of leased space at 140
West Sist Street and 1180 Avenne of the Americas, New Yori City.

In July 1972, the Company leased certain laboratory facilities and approximately 100 acres of land in
Wayne, New Jersey at which it consolidated a number of its research and develcpment operations. A new
80,000 square foot building is being coustructed on this propesty which, upon completion in 1974, will
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be used for the Company’s general administrative and elerical personnel and for its principal electronic
data processing facilities; - After completion, the Company will consolidate its New York City office at
140 West 5lst Street. The Wayne lease is for a period of 25 years with an option to buy the property at
a nominal amount when the lease expires. Annual rentals (the iease is a “net lease” under which the
Comipany is cbligated to maintain, repair, insure and pay all taxes on the property) are calculated to
allow the lessor to reccver the cost of the property, its-annual interest costs of 7%6% and its other
expenses of leasing the property. ‘The cost of the land and existing facilities, refurbishing of existing
facilities and construction of the new office building is estimated to be $12,700,000. The Company belisves
that the useful life of most of the buildings remaining at the scheduled termination of the lease will be
relatively short.

Litigetion

On April 21, 1971 and May 20, 1971 shareholder derivative actions were commenced by Nina Altman
and Bessie N. Shapiro which were subsequently consolidated anc' are now pending in the Supreme Court
of the State of New York for the County of New York. The consclidated action is against certain present
and former directors of the Company (the “director defendants”), the Company, and the individuals
comprising the slate of directors proposed by the insurgents during the 1971 proxy contest (the “non-
director defendants”). Damages are sought from the director defendants for alleged corporate waste
by reason of ailegedly excessive amounts spent by the Company in the 1971 proxy contest allegedly for
purposes unrelated to corporate policies and injunctive relief is sought against the Company preventing
it from paying in the future any of the proxy expenses of any of the individual defendants, A companion
Altmar: action against the same former and present directors of the Company and the Company seeking the
s>wae relief was commenced in the Delaware Chancery Court in New Castle County on or about September
30, 1971, The Delaware action has been dormant pending the proceedings in the New York litigations,

The director defendants have moved in the New York action for summary judgment ir their favor
and the attorneys for the plaintiffs have advised the Court that as a result of their examination of the law
and investigation of the facts they are unable to oppose the motion, The attorneys for the plaintiffs have
also advised the Court that as a resuit of their activities they have achieved the result they sought by that
part of the litigation directed against the non-director defendants, in that on November 1, 1972 a stipulation
was entered into on behalf of the parties to the litigation, pursuant to which the non-director defendants
and their associates in the 1971 proxy contest agreed not to seek any reimbursement from the Company
for any expenses incurred by them in the proxy contest. The plaintiffs agreed to discontinue with prejudice
their complaint against the non-director defendants, subject to the approval of the Court, and they have
advised the Court that they intend to apply to the Court for an award of $57,000 for their legal fees,
expenses, and disbursements in connection with obtaining by agreement the relief they sought in the Litiga-
tion with respect to the non-director defendants. By letter agreement dated November 24, 1972, plaintiffs
agreed not to seek an award in excess of $57,000 and the Company and the director defendants agreed not
to oppose an application by the plaintiffs for legal fees, expenses, and disbursemens in such aggregate
amount. The Court has convened a hearing on these maiters to be held on May 30, 1974, after notice to all
stockholders of record of the Company as of March 4, 1974.

A grand jury sitting in the United States District Court for the District of New Jersey is investi-
gating possible antitrust violations in the dyestuffs industry. In compliance with & subpoena of the
grand jury served oo February 7, 1973, the Company has provided it with numerous ducuments relating
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to its dyestuffs business and representatives of the Company have testified before the grand jury and
otherwise provided information in connedlon with- Iu invahgauon. The Compmy a.nuot predmt the
outcome of this investigation at this time. :

As of March 4, 1974, the Company was a co-defendant inf ﬁfteen lawsuits mvolvnng alleged bedlh
claims of rion-employees relating to themhalahonofabstosﬁbers. Intheonlymhlawmtwhlch
has gone to trial, damages. were awarded against 4 ‘number of co-deimdants, mcludmg the ‘Company.
Such decision was affirmed by the United States Court of Appéals for the Fifth Circiit‘and ‘a motion
for rehearing has been filed. In 1971, the Company discontinued the manufacture of Calsilite, 2. pipe
insulation covering, which was the pnnupal insulating material” manufictured by the Company con-
toining asbestos fibers. It is anticipated that additional cases may be: filed by industrial: insulstion
workers who have been expossd to asbestos dust at numerous construction sites where . insulation
nn.enalsmanufncturedbytheCompanyandothmwereused. TheCompany hasmsurancenovmge
experience rated, if the Company bas an adverse Joss expenenoe with mpect to such ‘actions; its pmums
will be increased to reflect such loss experience. A number of .employees and former, employees have
also filed claims for diseases associated with the inhalation of asbestos fibers under apphmble workmen’s
compensation laws, The Company is self-insured with respect to these claims, a number of which have
been settled. The Company does not believe that the disposition of these existmg actxons (or workmen's
compensation claims) will have a material adverse effect on the Company s earnings or financial position, .
although the effect on the Company of actlons of this nature’ wluch may be ﬁlcd in the future mmot be , .
predicted at thls time, : A

Thereare certain other lawsuits and danm pcndmg agamst the Oompany

The Company believes that the ultimate disposition of these legal proceedings will not matena!ly
affect its financial position.

- DESCRIPTION OF CAPITAL STOGE <~ -+ = i -

‘The authorued mplml stock of the Company conusu of ZS.O(DOM shares of Common Shock. pu
value $1.00 per share, and 6,000,000 shares of Preferred Stock, | par value $1,00 per shara On March
4, 1974, 13,763,427 shares of the Company’s Common Stock were issued (mcludmg 92,149 shares
held in treasury) and 3,105,009 shares of the Company’s Preferred Stock, designated as’its $l.20
Convertible Preferred Stock (the “Convertible Preferred”), were outstanding,

Common Stock

Alloutstandmgsham ofCommonStod:rankeqmllyastovmng nghts, dmdmds anduponhqmda-
tion and are fully paid and nonassessable. TheCommonStockunumhﬂedtoanypmpuvenghh
and is not subject to redemption. Except as set forth under “Convertible Preferred—Vonng Rxghu”
Common and Convertible Preferred vote together as one class.

Based upon the Company’s stock records and upon information furnished to the Company, no person
owns of record, or is known by the Company to own beneficially, more than 10% of the Company’s
Cominon Stock,

During the period from February 21, l973tluw¢bApt"!30 m.ﬂncm!pmdnad 150,000
shares of its Common Stock for reissuance in comnection with the exercise of employee stock options
and for sale to employees undar the Stock Purchase Plan.

<
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The payment by the Company of dividends, other than dividends payzble in the Company’s capital
stock, is subject to restrictions imposed by certain instruments relating to the Company's long-term
debt. Under the most restrictive of these provisions approximately $207,000,000 of the Company’s :
consolidated retained earnings of $271,619,000 at December 31, 1973 were not available for dividends. }
The payment of dividends by the Company en its Common Stock will also be subject to prior payment '
of cumulrtive dividends of $1.20 per share per annum on the Convertible Preferred. Otherwise the
Company may pay dividends on its Common Stock out of funds ‘:gally available.,

$1.20 Convertible Preferred Stock
Dividend and Liquidation Rights

The holders of the Convertible Preferred are entitled to receive, prior to the payment of dividends on
Common Stock, cumulative cash dividends at the rate of $1.20 per share per annum, Upon any voluntary
or involuntary liquidation, dissolution or winding up, before any distribution may be made to the Common
stockholders, the holders of the Convertible Preferred shzll be entitied to receive $27.50 per share plus an
amount equal to all accrued and unpaid divideads.

Voting Rights

Each holder of the Convertible Preferred is entitled to one vote for each share held. Except as set
forth below, the Convertible Preferred and Common Stuck vote together as one class.

It dividends are in arrears on the Convertible Preferred in an zggregate amount at least equal to six
quarterly dividends, the holders of the Convertible Preferred voting as a class will be entitled to elect two
directors unti} all arrears in dividends have been paid and dividends for the current quarterly period have
been declared or paid.

The consent of the holders of at least two-thirds of the Convertible Preferred is necessary to
authorize, or increase the authorized amount of, any class of stock of the Company ranking prior to the
Convertible Preferred as to dividends or assets or to change any of the provisions of the Company’s
Certificate of Incorporation so as to affect materially any of the powers, preferences and rights of the
Convertible Preferred. The consent of the holders of at least the majerity of the Convertible Preferred
is necessary to increase the authorized number of shares of Preferred Stock or authorize, or increase
the authorized number of, shares of stock of equal rank as to dividends or upon liquidation rights.

Redemption Provisions

The Convertible Preferred is callabie for redemption in whole or in part, at the option of the Com-
pany on 30 days’ notice, at $29.50 per share through May 31, 1974, $29.00 per share thereafter through
May 31. 1775, $28.50 per share thereafter through May 31, 1976, $28.00 per share thereafter through
May 31, 1077 and $27.50 per share thereafter, plus, in each case, an amount equal to accrued and unpaid
dividends to the redemption date.

Conversion Rights

Each share of Convertible Preferred is convertible into the Company's Common Stock at the rate
of 1.25 shares of Common Stock for each share of Convertible Preferred. The conversion rate is
subject to adjustment from time to time upon the occurrence of specified events in crder to prevent
dilution of the appropriate number of shares of Common Stock to be received upon conversion. No
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3 fractional shares will be issued upon conversion, but any fractions will be adjusted 1a cash. o= the basis of
market value. No adjustments will be made upon conversion in rapect of any accrued but unpaid ;
dwxdends - S , K B . : -

" General

The Convertible Preferred is not liable for iurlher mlls or subject to assessment It hu no, p:e-
emptive or other subscription righis,

Redeemed, purchased or converted shares of Convertible Preferred, other than’ treasury shares, : .
will have the status of authorized and umssued ‘shares of Prefen'ed Stock. ‘ o :

DESCRIPTION OF STOCK PURCHASE PLAN

In April 1969 the stockholders of the Company approved the Stock Purchase Plan, under which
an aggregate of 650,000 shares of the Company's Common Stock was reserved for sale to designated
employees under sixty vears of age. The Stock Purchase Plan authorizes the sale of shares subject to
prescribed restrictions as to disposition (“Restricted Shares™) and without such restrictions (“Unrestricted
Shares”). Restricted Shares may not be sold, assigned, transferred, pledged, hypothecated or otherwise
disposed of, except as provided in the Stock Purchase Plan, for a period of five years from the date
of purchase or such further period or periods as may be provided by the Committee of the Board which
administers the Plan, If an employee's employment terminates for any reason, other than retirement
subsequent to the fifth anniversary of the date of purchase ot death subsequent to the completion of five
years of ‘continuous employment, the Company, or the subsidiary from which the employee purchased
Restricted Shares, has the right to repurchase such shares which still remain subject to restriction at the
price which the employee paid for them. Any shares so repurchased may be resold by the Company,
Under the terms of the Plan as originally adopted the price of Unrestricted Shares had to be at least
80%, and the price of Restricted Shares had to be at least 20%, of the closing price of the Company’s
Common Stock on the New York Stock Exchange on the last trading date on which such stock was
traded preceding the date on which an employee was designated as one to whom shares might be offered
for sale. Pursuant to a judgment of the.U. S, District Court for the, Southern District of New York
in two shareholder derivative actions which became final on February 5, 1973, the Company was
authorized to consummate 2 seftlement approved by the Court which included, among cther things, the
adoption by the Board of Directors of the Company of a resolution amending the Plan to provide that
future sales of Restricted Shares under the Plan shall be at a price of not less than 50% of the closing
price of the Company’s Common Stock on the New York Stock Exchange on the last trading date on
which such stock was traded preceding the date on which an employee is designated as one to whom
shares may be offered for sale. "The purchase of shares under the Stock Purchase Plan obligates an
employee to remain in the employ of the Company or its subsidiaries for not less than two years in the
case of employees who purchase Unrestricted Shares and for not less than three years in the case of
employees who purchase Restricted Shares.

Pursuant to the Plan, during 1973 the Company sold Restricted Shares to a number of employees,
including Mr. Zimmerman (15,000 shares] and ol officers and directors as a group (85,000 shares).
The purchase price for each such share sold in 1973 was $5.5625 and, in each such case, the price was
not less than 50% of the closing price of the Company’s Common Stock on the New York Stock Exchange
on the fast trading date on which such stock was traded preceding the date on which each employee was
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designated as one to whom such shares would be offered for sale. The Comparny received the entire
purchase price of such shares in cash at tha time of purchase.

Pursuant to the Plan, prior to 1973 the Company sold Restricted Shares to a number of employees,
including Messrs. Werner (62,000 shares), Dalton (25,000 shares) and Miss Moran (10,000 shares)
and all officers and directors as a group (122,000 shares). Of the shares presently outstanding from such
sales, the Company received, at the time of purchase, a minimum of twenty-five per cent of the purchase
price in cash and the balance in six-year premissory notes bearing interest at the rate of six per cent
per annum, certain of which require partial prepayments of principa. The promissory notes are
secured by pledges of all of the shares purchased. The purchase price for shares of such stock was $534,
which was at least 20% of the closing price of the Company’s Common Stock on the New York Stock
Exchange on the last trading date on which such stock was traded preceding the date on which such
employee was designated as one to whom such shares would be offered for sale. Except for the notes of
Messrs, Werner, Dalton and Miss Moran, which were prepaid in full in May and June of 1971, and the
notes of two deceased former employees which have been paid in full, the notes refsrred to herein are
outstanding except with respect to the reguired prepayments and, in one case, optional prepayment,
made thereon.

As of March 4, 1974, 53 employees, including officers and directors, held an aggregate of 282,000
Restricted Shares for which they have paid, to such date, an aggregate of $1,262,116 in cash and, in
addition, have given the Company promissory notes with aggregate outstanding balances on such date
of $274,634. Cash payments of $853,375 were made at the time of purchase of the Restricted Shares,
and at that time $683,375 aggregate principal amount of promissory notes were given for the balance of
the purchase price, These Restricted Shares do not include 4,000 shares held by the estates of two deceased
employees, as to which restrictions have been removed. Certain shares so sold (which shares are
included in this Prospectus) were not registered under the Securities Act of 1933, as amended, at the
time of issuance since their sale did not involve a public offering, as such term is used in Section 4(2)
of such Act.

As of March 4, 1974, there were available for sale to employees under the Plan 364,000 additional
shares, The Company does not prescntly intend to sell shares under the Plan on a basis other than
receipt of the entire purchase price in cash at the time of purchase.

During 1974 the restrictions on disposition will lapse as to 30,800 Restricted Shares sold to employees
in 1969,

FINANCIAL STATEMENTS—EXPERTS

The financial statements of the Company included in this Prospectus have been examined by Haskins
& Sells, independent certified public accountants, as stated in their opinion appearing herein and have
been so included in reliance upon such opinion given upon their authority as experts in accounting and
auditing,

LEGAL OPINION

The legality of the shares of Common Stock to which this Prospectus relates has been passed upon

on behalf of the Compauy by Messrs. Winthrop, Stimson, Putnam & Roberts, 30 Rockefeller Plaza, New
York, New York 10020. »
26 i :
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OPINION OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS i

GAF CoORPURATION @

1 We have examined the consolidated balance sheet of GAF Corporation and its consolidated subsidi-
1 aries as of December 31, 1973 and 1972, the related consolidated statements of income, shareholders’
equity and changes in financial position for the five years ended December 31, 1973. Our examination
was made in accordance with generally accepted auditing standards, and accordingly included such tests
: of the accounting records and such other auditing procedures as we considered necessary in the circum-
; stances.

In our cpinion, such financial statements present fairly the financial position of the companies at
December 31, 1973 and 1972 and the results of their operations and the changes in their financial position
for the five years ended December 31, 1973, in conformity with generally accepted accounting principles
which have been applied on a consistent basis, except for the changes (with which we concur) in methods
of accounting for an investment in'a 49% owned company and the investment tax credit in 1971 and of
determining income before extraordinary items with respect to the disposition of certain facilities in 1973,
25 explained in Notes C, F, 1, and 3 to the consolidated financial statements.

Hasxins & Seris

New York, New York
February 11, 1974
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
ASSETS
December 31,
1973 1972
Dollars in Thousands
Current ASSETs
Cash e s cecereneees  $ 13855 $ 19,498
Marketable securitics, at cost which approximates qucted market value 195 321
Accounts receivable—trade, less allowance for doubtful accounts—-1973,
$2,984,000; 1972, $2,322,000 ....eivtieiiiiiie i, e 150,763 136,729
Accounts receivable—other ............. i iiiiiiiiiiiee s 6,909 5251
Inventories (Note 1)
Finished goods ...........covvveieniiinniiinniniennnn, 85,344 86,871
Work in process ...........coeveenarnn, Craerieeeea, Ceernas 36,694 36,359
Raw materials and supplies .................. Cerereas RPN 59,449 48,280
181,487 171,510
Prepaid expenses ....oo.ieeuiiiiiieii i e 8,457 7,004
Total CUrrent assets ... vvvvvesneerresrennnnrnnnrnnnnnness 361,666 340,313
Property, PLANT AND EQUIPMENT AT CotT (Notes 1 and 5)
Land and Jand improvements ...............c..0.. Cevreene veerrers 15,901 15,457
Buildings and building equipment .............00vvrviiniennnss e 100,132 106,098
Machinery and equipment . ............ioiiiiiiiiiiiiieeenreein, 244,163 238,517
Construction in Progress ... ...coeivneeviinennunnnnesenns veraes 9,408 11,158 !
369,604 371,230 {
Less accomulated depreciation ..............c0uese.s. Ceeereraiinns 148,395 145,366 !
Property, plant and equipment—net ................... ceee 221209 225,864
OTHER ASSETS
Cost in excess of net assets acquired (Note 1) .........oovvunnnenn.s 35,303 35,928
Other assets .........co0vvuennn teceeesnsirerenatisenonanas 6,295 6,145
Other investments and advances (Note 3} .................. 2,543 2,525
Total other assets ......veoevveuninenaninireennnnennns 44,141 44,598
ToraL .......... tereessoensessinarane ceeernecas . $627016 $610,775
See Notes to Consoiidited Financial Siatements
y.]
1.3 T Lt anE o A @.nmm.“ml““ﬂﬁ'ml-"' -
3 DISCLOSURE DUE TO FOOR PHOTOGRAPING QUALITY OF TING DOCUMENT.

G-I_EPA0019886



.
1
i
! GAF CORPORATION AND CONSOQLIDATED SUBSIDIARIES
CONSOLIDATED® BALANCE SHEET
LIABILITIES
December 31,
1973 1972
Dollars in Thousands
CumseNT LiapiLiTIES
Notes le (Note 7
l Bmy‘h () ................................ Cerreeees $ 2907 $ 23,367
Commercial paper ......ocvenvenens veenees e N 18,850 14875
F vieciaeenes Cerererneassisiiiirssaens PR . 5,677 3
Accounts 3
Tudga yabl e erreereineere e, e reieieererreanay 38,306 35,399
(071113 2N e e v ereree e 5,543 2,606
Accrued liabilities
Payroll ......ocoviiiiieniiii 4,366 3603
Retirement plan ....oooovievieneiiiinienaesiinnann, Cereeaaas 4,570 4,404
Other taXe5 .ovvvivrieirnnrveieriaaessonanss Crecrresane e 4,456 3512
TOEEIESt o v vvrvrevnnneernnenseersinasnrnssinsassnsensesnons 1,627 1,335
(6717 S eerieenaens 17,192 15,031
United States and foreign income taxes ............................ 10,429 {534
Current portion of long-term debt (Note 7) ..... Ceereenes Ceernenas . £93 15,388
Total current liabilities ....oocvvviieiiiiiiiiiiivernanns 114,816 132,054
LonG-TerM DeBT LESs CurreNT Poxtton (Note 7) ...oviviinninnnnnns 135,716 121,316
Dererrep CrepiTs
_ Deferred income taxes (Notes 1 and 6) ........ Seveeriineserersaias 27,575 2897
Deferred investment tax credit (Note 1) .......... 4.889 5,481 M
Deferred foreign currency t onguns(Notulde).......... s -
Total deferred credits ........ 34 000 34478
OTHER LIABILITIES . .0ovveneirrsvosnscrrnasoassnsronsrans [T . 1,872 1,664
_ CommrruanTs AND CoNTINGRNT LiasiLrmies (Note 13)
SHAREHOLDERS' EQUITY
Prderred Stock, $1 par value ; authoriced 6,000,000 shares of $1.20 convertible
1973, 3105,(!)9 shares; 1972. 310‘108 shares; at
mgned value of $1.25 per share (hqmdabon 973, $85,388,000)
{NOte B) uooeeioninsnnsnerasansesanascsssatontiseisaseissonss. 33881 3880
Common Stock $1 parnlne antbomedZSMMdnm issued—1973,

3.763.427 shares; 1972, 13762,328 shares (Noce B) tiiiiiiiiiiiaas 13763 13762
Additiona! paid-in COPHR] - envvervnrsanonnssonsnsnreeseerenrnnnsennn 52,053 51,769
Retained esrnings (Note7) ....... wesesssesns csnseericernssinassnanas 271,619 252,147

.............................................. 341316 321,558
LmCumS(od(hddmumy nm—1973 90,149 shares ; 1972,
36,209 shares ..... PO veesssieriasennanuiiiians reavene sees 134 25
Tota! shareholders’ equity ......... eereeeanectetacennneas 359,967 321,263
TOTAL .ecuvvveivocnnecersrscncsocasscncs resecenans $627,016 $610.775
See Notes to Consobidated Fimmcial Statememns
2
NSC‘DSURE® F THE AROYE PAGE 18 LESS CLEAR THAR TIIS STATEMENT, 1T 18 *
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GAF CORPORATION AND CONSGLIDATED SUBSIDIARIES
CONSOLIDATED STATEXENT OF CHANCES It FINAXCIAL POSITION

Vwar Buind Dusomber 71
m wn 971 e [~
Funds Provaied
From operations ;
Net income before extraordinary items ... ... .. $ A0 FHN $AMTM 5 EMINC § 1SRN
Charges (credits) not afecting working capital :
Depreciatinon ....o.covvieiniiiiniiiiinnann... 23,200,000 25,400,600 AL 0n pad;iat ) 2000
Gain on reacquisition of 5% Coavertidle Noas
(Note G) .vvnriirianiiiiieiiesaannas 8,355.000) - - - -
Phase-out_of Linden dyestuff mmu
(Note F) ...... ettt ra e s 50400 - - - -
Deferred income taxes (non-current yuruu) {1 199,080} 2847000 2065008 RE ¢ 4488
Amoartization of deferred investment tax craan (561,003 (GOR OG0 1695.000) LR 00 pAT/ S
Amortization of deferred charges and other aswets 382,000 358,000 20000 s 000 48005
Other ............. e 3,189,000 21000 1.487 000 I S0 Lo
Funds provided from operations exclosive o
extraordinary items .................... $3,503,000 7200 HYSTem o 43590 mx
Extraordinary items ... .l - — tuum (% T (837800
Charges (credits) included in ext. aordinary items aot
affecting working capital :
Net book value of facilities sold .............. - - pat ¥ ] .10 pYw t )
Deferred income taxes {Bon-current portion) .. - - (1313.000; P00 2221 -
Unamortized deferred nvestment tax credit .. . - - (IR0 "X 2 -
Funds provided from extranrdinary items | - - 100 lesnor T
Funds provided froe operations .. £3,503,000 Imrom £0.7%8 000 aaen (34 3% ]
Issuance of long-term debt . ... ... ... ... 57,330,000 13 00m ton 175 mn W05
Deferred forxign currency translation gains ( Nore 1) 2,166,000 - - — -—
Procecds from exercise of stock options and mle of
restricted stock to key employees ................ 2080 1493000 10 s

Funds Applied
I}lzma.umplm:dw ......... X Biaow X5
quisitian of $23.200,000 principsl
Gnmtﬂe\mkugmdﬁlﬂ.@i%g JAMLES - - -

S48 000 m)s&wn
- a
£ 1900 eisng frs momow e  Iaase @t
W«humlml e xmIwO® SIS MG UATesR
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES
CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY

For the Five Years Fnded December 31,1973

Treasury Stock
Preferred Stock Common Stock Number
" Nuomber of SI Par Value  Additional of
Shares At Number of Paid-In Retained &nzm
0 v, Shares Issued Capital Eamings Shares Cost
Balance, January 1, 1969 ........oeeeeiinen.. 3155882 $3945,000 13,360,934 $48,048000 $221,095000 — $ -
Net income ...... Crerrerearenens 11,068,000
Cash dividends:
Prefured stack—$120 per share ........ 3,793,000
Common stock—$.40 per share .......... 25,395000;
Stock options exercised ....uiveininniiinne. 6372 8,000 2,800 169,000
Issi:ance of shares under incentive compensation .
plan ....... Cerreresereeanas tresrireaas 1 13,200 352,000
Issuance of restricted shares of common stock
under Stock Purchase Plan (Note 9) ....... 209,000 914,000
Conversion of preferred stock vvvvevricnsnnnn (557) {1,000) 694
Amortizatien of excess of _quoted market value
over aggrezate sales price for shares of re-
stricted ccmmon stock sold to key employees
(Note 9) ....ovvvivennnnnns eeereeaanas — 157006
Balauce, December 31,1969 ......o.uels ... 3161714 3952000 13,586,628 49,640,000 222975000 — —
Net icome ....... v rreeserieaieriieiaianes 14,693,000
Cash dividends:
Preferred stock—$1.20 per share ......,.. (3,795,000)
Common stock—$.40 per share ........... (5,433,000)
Stock options exercised vvvveirriieiiiinenen.- -1,150 1,000 B c 20,000 e
Issuance of shares under incentive compensa
o Plan v.uiviiveriinieenan veeeeas 207 1,000 12,200 161,000
Purchase of treasury sharcs trereeiiiiieas vres 11,000 59,000
Sale of trusury shares ...ooouaene, veveenanne (6,000)  (32,000)

Amortization of excess of quoted markst value
over aggregate sales price for shares of re-
stricted common stock sold to key employees
(Note 9) ooviiviiierieeenns

Balance, December 31, 1970 as ongmally repoﬂed

Adjustment to change to equity method of ac-
counting for investment in a 49% owned
company (Note3) voveerivnrnenrerionnncnes

Balance, December 31, 1970 as restated .

Net income (Notes Cand E) ......vevuuennss

Cash dividends:

Preferred stock—$1.20 per share .........
Common stock—$.40 per share ..,........

Stock options exercised ............. Cerreanes
Iss}nznce of shares under incentive cornpensation
2= P T
Issuance of restmted shares of common stock
unde.- Stock Purchase Plan (Note 9) .......
Conversion of preferred stock
Purchase of treasury shares ................
Sale of treasury shares ........couiuinnnn.n.
Amortization of excess of quoted market value
over aggregate sales price for shares of re-
stricted common stock sold to key employees

L e e

237,000
3163071 T39AG00 13598828 50058000 228440000 5000 27,000
— e o L0040
3954000 13508828 0058000 229,444,000 5000 27,00
13,474,000 :
(3,802,000)
(5,444,000)
7,840 9,000 3,700 172,000
243 5,000 !
14,000 61,000
(1,050) (1,000) 1312
10000 54,000
(5,000) (27,000
_— 2
30104 $962000 OO $GSN000 ZIEZ00 1600 500

(CuulﬂudSmﬂMdk#EﬁumMu!oﬂoﬁgm)

32
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GAF CORPORATION A?DV{.X)NSQ&LIDATED SUBSIDIARIES
CONSOLIDATED snmmwr or_snnmoméns’v EQUITY—(Coutimued)
Foc ik Five Years wea n.eu'bu sl. 1978
s ,‘,;,f_ Vi ‘n‘; PRI I S8}
: 4 Treemuy Stock
Preferred Siock o
il R
B ‘"ﬁﬂ‘ E _Eanings = Shares . Cost
Balance, December 31, 1978 <. eeveeervuevrars 3170,104 $962,000 13.§1‘7,840 sso,sso,om WBIETZ0 10000 sswzo
Net NCOme «.vvvevrenrnren JUNUPUUNUE FIY S R S T + 2050007 -t
Cash dividends: e de e
Preferred stock—$1.20 per shiare ......... =0 ' Y1 N
Common stock--$.40 per share ,.......... (5472,000) - e
4000 . 57750 . 97N . . . . .-

Stock options exercised ... ccceveirisieniien .
Issuance of lham under incentive oompcma .

2815,

100 PIAR :4iiesincaivebansnnnnranoiirnsese 0 58207 10007 13,000
Couvermofpre&mdmck teersrreaiisaees - (69,393) (87000) - 86738 SR Lo
Purchase of treasury shares ....ccovuieennres I . 43500, 668,000
hsmnceotmryahammmecuon with

an acquisition ...ieviieiceaseririeniiaians w (17,291 (427,000}
Amorﬁuumofmsofquotednurketvﬂue R Lo
ct:dgmgate uyneeforhﬂ;nr:wofu- ) -

(‘Iooe E) T s 180,000 o
[0 T P ~ : 49.000
Balarice, Deoember 31 ‘1972 3104108 3880000 13762328 51,760,000 252,147,000 36,209 295,000
Net I0COME weverrerssessnsrrsevnserssonses s L 28924000 B

Cash dmdcnda'

Convessiot-of' yrefemd #tock: .
Purchase of trusury dures .......

Issuance of in connection mtll :
saleeondertheStorkPufchasePhn

Issuance of ‘treasury: shares in- connection with -, I’ .

a prior acquisition ......ceceeevriiianionns
Amorhzaﬂonofmoiquotedmrhtvdue

sales .price for shares:of re-: ‘- -

over: te

M%Msold to‘kqunployea

(NOLE 9) ovuiiveeiisssesnsessoresibesins
Balance, ‘December * 3, 1973 JN

Pn:ferred :tod:41.20 per dnu coceente in

crveteraenees uosmc :E BIGE TSR L

See Notes to Consolidaied Financial Statemients

e i i L e

TS A 2Ly
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GAF COBPORATION
AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSCLIDATED FINANCIAL STATEMENTS
(Alphabetic note references are to Notes to the Consolidated Statement of
: Inceme included elsewherg in this Prospectus)

NoTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING PoLICIES

The accounts of all significant subsidiaries of the Company are included in the consolidated financial
statements.

Translation of Foreign Curremcies—Current assets and current liabilities of foreign subsidiaries
and Jong-term foreign obligations are translated into U.S, dollars at year-end exchange rates, other
assets and liabilities and depreciation at historical dollar values and other operating accounts generally
at average exchange rates for the year.

Prior to 1973, foreign exchange gains and losses were included in income. In 1973, however, the
Company modified this policy in response to major and unprecedented changes in the international
monetary markets (including, among other conditions, the floating, without limitation, of major inter-
national currencies). Under the modified policy, eumulative foreign translation gains are deferred to
the extent they exceed translation losses previously charged to income. Foreign translation losses will
be charged to income currently to the extent they exceed net translation gains previously deferred. -

Inventories—Inventories are valued at the lower of cost (principa@l;:gve_x’ggg)__pt’__@grlgt_t‘ o

Property, Plant and Equipment, and Related Depreciation—Expenditures for maintenance and re-
pairs are charged directly to expense ; major replacements and betterments are capitalized and depreciated *
over the remaining estimated economic lives of the related assets. The cost ‘and related accumulated *
depreciation of property sold, retired or fully depreciated are removed from the accounts and any resultant
- gain or loss is included in income currently, : .

Depreciation is computed principally on the straight-line method based on the estimated economic
lives of the assets. These lives are subject to annual review and revision to assure that the cost of the
related assets is written off over their economic lives. .

Cost in Excess of Net Assets Acquired—Cost in excess of net assets acquired: which-arose in--
connection with acquisitious. prior to November 1, 1970 is not being amortized to the extent that
there is no diminution in value; such cost relating to acquisitions made subsequent to October 31, 1970,
all of which have continuing value, is being amortized on the straight-line method over a period of
forty years.

Income Taxes—The tax effects of transactions are recognized in the year in which the transactions
enterintothedetamimﬁmofnetinmmeregardlmofwhmﬂwymmognizedforhxpmposa.
The resulting deferred income taxes arise from reporting certain income and expense items, principally
depreciati-., and the disposition of plant facilities, for financial statement purposes in periods different
fromthm_in.'hichnmhamomtsarereponedforUniwdStatesinmmcuxpuryom. .

Inves.~emt Tax Credit-—The. Company accounts for investment tax credits arising since January 1,
1971 as a r~2~ction of the provision for United States income tax (the flow-through method). Invest-

ment tax credits which arose prior to that date have been deferred and are being amortized over the
estimated service lives of the related assets.

k]
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GAF 'CORPORATION
AND' GONSOLIDATED . SUBEIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Coutinmed} .

. Research - and - Developmant. Com--Expa\datum for meudx and deydq)mwt are; dlatged to
income as incurred. -

Retirement Plans—The Company and its subsidiaries’ have several Tetirement plnns oovenng o=
stantially all cmployces The Company’s policy is tofind amounts equal to pensiori cost accrued and;
for plans with prior service costs, to amortize such costs over periods noet to acceed forty years.

Earnings, Per Share—Primary earnings per common share are eomputed by dw;dmg net mcome
less preferred stock dividend reqmretnmts by the wughted average number of shares of common ‘stock
outstandmg during the year. The computahon assumes the exercise of outstandmg stock ophons to
the extent they are dilutive.

Fully diluted earnings per common s‘mre are computed on ﬁu: assumptlon (whe:e the eﬁect thereof
would t- dilutive) that the convertible secuntxes outstandmg at the end of the year had ‘been converted
into. shares of common stock at the begmnmg of the year, and that conversions oecumng during the
year had occurred at the begmmng of the year. Appropriate adjustments for dividends on preférred
stock and interest on convertible notes (net of income tax effect) are made to earnings applicable to
common stock for assumed convcrstons. The compuutlon also assumes the atemse of all dllntwe
stock cphons : - -

No'r: 2. Fonl:xcu Omn'xons .
. ‘The consolidated balance. sheet mdudu the: follomng amounts mth mpect to foteign mbsid:anea
(all of: wluch are wholly-ewned)

. ] : N 1973 1972 "

. Doummmu;a_m_ ~-

_Current assets ....... Creemirens ., -$53976  $42001. - -

“Other.. aseets .. Ceeeesenenns - 9993 . 12,57F
. Total 28508 vvvvveivenatons vereene 63969 | 4572

- Current liabilities .. veienens 21,321 20162 -
- Other hlblhtlu sas saeene 5,8& e 2,6”

Total liabilities . T84 . 22791

Netassets......... ....... veereeen $36,785 1,781

=

The consolidated statement of income includes the following amounts with respect to foreign
subsidiaries:

. Year Ended December 31,
- 1973 1972 1971 1970 1969
. Doltars in Thousands
Net Sales cov.ivrvenennnnivens $105414 S/BS49  $64364 $61,239 $43256
Income before extraordinary items 5882 2576 31% 2,05t 1,224
Extraordimary credits .......... - — 1,153 3923 —
Net income ...oceveeeeecnneene $ 5882 "$2576 $429 $5974 s§124
35
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GAF CORPORATION
AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS——(Continued )

In 1973, the Company had a $2,166000 unrealized foreign currency exchange gain including
$225,000 of unrealized gains at December 31, 1973 on forward exchange contracts, Unrealized foreign
currency exchange losses for 1972, amounting to $447,000, were charged to income in 1972 and the
net gain for 1971, amounting to $992,000, was treated as an extraordinary credit,

NotE 3. AcQUISITIONS

In March 1971, the Company acquired certain photofinishing plants and the business and assets
relating thereto for a net cash purchase price of approximately $15,200,000. The results of operations
of the acquired business, which did not significantly affect consolidated reventtes or net income for 1371,
have been included in the consolidated financial statements from the date of acquisition.

In 1972, the Company completed studies (including independent appraisals) to determine the fair
value of cerlain assets included in 1971 acquisitions and recorded at that time at tentative values. Asa
result of these studies certain reallocations, which did not have a significant effect on the consolidated
financial statements, of these tentative values were made,

-~ The Company’s ownership of an Australian subsidiary, GAF (Australasia) Pty. Limited (formerly
Consolidated Reprographics, Ltd. ), was increased to 100% at December 31, 1972 through cash purchases
of this subsidiary’s shares of capital stock from minority shareholders amountmg to approximately
$156,000 in 1972 ard $1,479,000 in 1971.

The Company has a 49% interest in Chemical Developments of Canada, Lumted (CDCL) which was
acquired when that company was formed in 1949. Prior to 1971 this investment was included in other
investments and advances at a nominal value, and dividends paid by CDCL were included in other
income as received. During 1971 the Company adopted the equity mcthod of accounting for the invest-
ment in CDCL. The resulting adjustment, consisting of $466,000 reprseutmg the excess of cost over
arrymg value of the investment and $538,000 representing the: Company’s equlty in undistributed earn-
ings for the period from 1949 to December 31, 1970, has been included in other investments and advances
with an offsetting credit to retained eamings as of December 31, 1970, The Consolidated Statement of
Income for years prior to 1971 was not restated to include therein the portion of the adjustment
applicable to those years since the amount thereof was not material (Note A).

NoTE 4. INVENTORIES -
The following inventory amounts were used in computing cost of products sold:

December 31,
1973 1972 1971 1970 1969 1968 .
Dollars in Thousands
Finished goods .............. $ 85344 $ 86871 $ 78405 $ 73203 $ 76304 $ 67,988
Work in process ............. 3664 36359 33368 33755 35004 31,99
Raw materials and supplies ... . 59449 48280 44631 39948 40919 36M5
Total ooovevenciinnnennns SIR1ARY $171,510 $156404 $146906 $152227 $136,932

36
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GAF CORPORATION
AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Cobtinusd)

NoTE 5, PROPERTY, PrANT Anp EQUIPMENT
The ranges of annual dzpreciation rates generally were as follows:

Land improvements «..vvevvve.eveessenn.. 2% -10%
Buildiing and building equipment ............ -134%-10%
Machinery and equipment ...........cocoen. 3% 40%

NoTE 6. INcoBIE TAXES

Provision has not been made for income taxes on unremitted earnings of foreign subsidiaries, since
any withholding taxes and United States income taxes payable on dividends based on undistributed
earnings would be substantially offset by foreign tax: credits. United States income taxes have not been
provided on the unremitted earnings of the Domestic International Sales Corporation subsidiary, aggre-
gating $2,997,000 through Deoember 11 1973, becausc the Company mtznds to postpone mdcﬁmtely the
remittance of such earnings, S e e - e T e

During 1973 the Company settled the open matters relating to the 1967 through 1969 United States
income tax returns with the Internal Revume Semoe adequate provision had been made for such
settlements in prior years. *

The principal soqtces of United States defen-ed taxes are:

Cali T ; 1975 L m
‘ ) : e ‘ : Dolhnin'l‘homands
Excess of tax over book depreciation «.veo v vesvessneruernnnnnny s2,4s1 g0
Reversal of ruervefrompnoryw ceereienesnnns cedede 215 -
1971 book provision for disposal ofoemm plant iaulmu taken as tax: ' C
expense In 1972 ........ .. ..., Ctetseresniinerensasesonesnss . — . 5038
Exousofbookavermxbamoimetswnmuoﬁmemmummth»»
phase out of Linden dyestuff and pigment operations and book reserves.
established in eonnecuon therewith ...... erraseesnans veeesseanes . (1,284) -—
’ Amom:auonofexmofnmketvalueoversaluprieeforstockismed o
under the Company’s Stock Purchase Plan ............... veceres - (473) (86)
Reserve for self-insurance ........coivieimiiiiiiiiiiiiniinenne. (125) (116)
Recapture of investment tax credit ...... teceerennenens ceeeaoreres — (793)
Other, pet --... ceereecannaas veenrean Crteneseeteetearaeacaenns .- “ (90)
$ 88 $6,023
4 _—c
k7
)

T
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GAF CORPORATION
AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Comtizued )

‘Total income tax expense in 1973 amounted to $23,128,000 (an effsctive rate of 444%), a total less
than the amount of $24,985,000 computed by applying the United States income tax rate of 48% to income
before tax. The reasons for this difference are as follows: .

Dollarsin % of Pretax s
Thouands _ Income

Tax expense oomwted at StAtUUIY FALE o ietivivninnnanariaanionens $24,985 480%
Increases (decreases) in taxes resulting from: .
United States 1973 investment tax credit of $1,399,000 and amorti-
zation of deferred United States investment tax credit aming

prior to 1971 of $591,000 ... ovvvvvriiiiiniirrerecnncronens (1,990) (38)
State and local income taxes, net of United States income tax benefit 1,331 25
Other .. it v rreras (1,198)  (23)

Actual tax €XPERSE ..vviieiirrrernrieriornraneans veees $23128 '__ﬂ_.j‘%

Note 7. LoNc-rErM DEBT AND DiviDEND RESTRICTIONS

Long-term debt at December 31, 1973 and 1972 was as follows: :
' 1973 1972

. . ‘ Dollars in Thouseods
"Term loans repaid during 1973 ......oeviviriinnineninnenenns $ — $ 30,000
6/:% Swiss Franc Notes due October 1, 1976 translated at year- '
end exchange rate ............... Aerereererietaeanesannes 15,395 —_
Promissory Notes due May 15, 1980 e euvnirienennenennennnnns 24,000 —_
5%% Convertible Subordmamd Notes due April 1, 1983 with
annual repayments of $200,000 on each A llthtoughl982
and balance of $1,800,000 payable April 1, 583 .............. 3,600 3,800
5% Convertible Subordinated Notes due April 1, 1994 with annual
repayments beginning April 1, 1992 ... ... ...oiiiiieiennn, 26,700 49,900
5%% Smlnng Fund Debentures due December 1, 1991 with annual
fun ymuof&,ﬂ»dl)onthmbullm
$3,153,000 and $1,970,000 in treasury in 1973 and 1972, re-
BPECIVEY .uiiiiiiieniiatiiiiiicietiirrectiiannennsases 41847 45,530
Othu'nota,whxhburmtuutus;ﬁ%m%mdmﬂmn
various dates £0 1986 .. covurriiiiniciiiniiriiiieeiseenanns 25067 7474
Total .evveeririniiieeionnniirnisiniannnes 136,609 136,704
Less portion due withits ODE Year «cevvvvvviinannnnnnnennenns 893 15,388
Long-term debt, less current portion ...........eeoovvnnnnnn. $135716 $121,316

The Promissory Notes due May 15, 1980 were issued pursuant to a loan agreement with a group of
banks on May 15, 1973. Each Note bears interest at 118% of the prime commercial lending rate through
May 15, 1975; 12% of such rate through May 15, 1978: and 128% of such rate theresfter. Out-
standing borrwings 2t December 31, 1975 are repayable in quarterly instaliments commencing in 1976.

. NIcr Rl ﬁE@ismmrmuuuammmsuw.wn -
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GAF CORPORATION
AND CCONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Contivued)

The 5% % Convertible Subordinated Notes are convertible into shares of Common Stock, at any time
prior to April 2, 1976, at a conversion price of $28.72 per share (subject to antidilution adjustments
in specified circumstances).

The 5% Convertible Subordinated Notes are convartible into shares of Common Stocl.t. at any time,
at a conversion price of $27.50 per share (subject to anti-ditution adjustments in specified circumstances).
See Note G to Notes to Consolidated Statement of Income.

The total amount of Jong-term debt maturing in the second year subsequent to December 31, 1973 is
$6,207,000, in the third year $26,743,000, in the fourth year $10,470,000 and in the fifth year $11,680,000.
The 5%% Sinking Fund Debentures held in treasury may be used to reduce the amount of the annual
sinking fund payments. None of the long-term debt is pledged, held by or for the account of the Company,
or keld in sinking or other special funds, ezcept for $3,153,000 and $1,970,000 of the 5%% Sinking Fund
Debentures held in treasury at December 31, 1973 and December 31, 1972, respectively.

At December 31, 1973 the Company had a $49,000,000 line of credit, with interest at the prime com-
mercial lending rate, Pursuant to the informal arrangements under which the line of credit was estab-
lished, compensating balances are generally required to equal 20% of the outstanding borrowings and -~ -
10% of the unused portion of the revolving line of credit. No portion of this line of credit was being
used at December 31, 1973 and the compensating balance amounted to approximately $4,900,000.

Dividends are restricted under the provisions of certain loan agreements, Under the most restrictive
of these provisions, approximately $207,000,000 of the consolidated retained earnings of $271,619,000 at
December 31, 1973 were not available for dividends. :

The average interest rate for short-term borrowings at December 31, 1973 was appro:nmatdy 9%%
and the maximum amount of such borrowings outstanding at any month end during 1973 amounted to
approximately $70,000000. The average short-term borrowings outstanding during the year were
approximately $40,000,000 and the approximate weighted average interest rate on such borrowings wae
7%%; such average borrowings and interest rates were computed based upon the borrowings outstanding
at each month-end,

X'}

Notz 8. Carrrar STOCK

The $1.20 Convertible Preferred Stock, dividends on which are cumulative, is convertible, at any
time, into Common Stock at the rate of 134 shares of Common Stock for each share of Preferred.
The Company may redeem the Preferred Stmkuwﬁdmmmngnngmmmjopam
through May 31, 1974 to $27.50 per share after May 31, 1977.

The voluntary or involutary Liquidation value of the 3,105,000 outstanding shares of $1.20
Convertible Preferred Stock at December 31, 1973, aggregating $85,388,000, exceeds the assigned value
by $2625 per share, or 2 total of $81,506,000. In the opinion of counse! for the Company, retained
carnings are not restricted as to payment of dividends on Common Stock by reason of the liquidation
prefevences of the $1.20 Convertible Preferred Stock.

»

B
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GAF CORPORATION
AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—((ontizmed)

The number of shares of the Company’s capital stock reserved for issuance at December 31, 1973
and 1972 were as follows:

1973 1972
$1.20 Convertible Preferred Stock:
Reserved for payment of deferred stock awards under incentive
COMIPENSALon PlaN .. ..vvrerrierancrtiiiiocioniconesnane 2,148 3,129
Common Stock:
Reserved for conversion of $1.20 Convertible Preferred Stock,
including 2,685 and 3,911 shares, respectively, for deferred
stock awards ......ecccieiinns eenrerneeneecessarnesses 3883946 3,884,046
Reserved for exercise of stock options ........... veeeeeasaess 509750 510,750
Reserved for conversion of 5%% Convertible Subordinated Notes 125,348 132,312
Reserved for conversion of 5% Convertible Subordinated Notes 970,909 1,814,546
Reserved for sale under the Stock Purchase Plan .......... e 362,000 458,000
Total ..cvvvncvrnnns ereeeaeaeeiaas Cerveneanas ... 5851953 6799654
E——————) p————1

None of the shares outstanding is held by or for the account of the issuer thereof and no shares, other
than stated above, are reserved for officers and employees or for options, warrants, conversions, or other
rights,

Notx 9, STOCK OPTION AND STOCK PURCHASE PLANS

Under the provisions of the Company’s 1965 qualified stock option plan, options to purchase shares
of Cominon Stock may be granted to key employees during a ten-year period ending March 31, 1975.
The prices at which options may be granted may not be less than 100% of the fair market value of the
shares on the dates the options are granted. The options are exercisable after a one-year waiting period
and terminate five years from date of grant.

Options outstanding by year of grant at December 31, 1973 and 1972 were s follows:

1973 : 1972
21 P B ol B okt
1968 ..covvvenniniiiiniee.. $22190 - 25.375 - $ - 84,000 $1,965,000
1969 ..oeenennnininnnnneees 17313 19350 335000 235 338,000
1970 .....ven sreereceesans .. 101875~ 11.000 9800 101,000 11,800 120,000
1972 cooveeeennnn veecececes 20875 - 23375  GRO00 1,445,000 72750 1,544,000
973 ......c.. creeeeevarcees 12687 7825 993000 - —

175400 $2574000 190,900 $4,017,000

40
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GAF CORPORATION
AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—( Coatizued)
At December 31, 1973 and 1972 there were 334,350 and 319,850 shares. respectively, reserved

for the granting of additional options.
Options became exercisable as follows:
. Market Price on Date
Yeur Number of Option Price First Exercisable
Exercisable Shares Per Share Total Per Share Total
1969 .......0vvnen 169,500  $22.19 - 25375 $3,965,000 $17.875- 28812  $4,184,000
1970 .oiiirininens 50,500 17.313 874,000 10,062 508,000
1877; veetvssinsess 31,000 10.1875- 11.00 319,000 19.687- 19.937 611,000
Torg U 3000 20875 - 23375 1445000 10937 1562 750000
Common Stock options exercised were as follows:
- Market Price on
Year Ended Namber of Option Price Date Exercised
ber 31, Shares Per Share Total Per Share Total
1969 .....oveeen.. 2800 $2219 - 25375 § 66000 $2825 - 3000 § 82,000

B e IFA- U3 45000 197524625 80000
1972 L. 57750 101875- 25375 997,000 21.125- 2700  1,434.000
1973 L.l 1000 101875 10,000 14812- 211875 18000
" Options for 97,150 and 118,150 shares, having an aggregate option” price of $1,881,000 and
$2,473,000, respectively, were exercisable at December 31, 1973 and 1972, respectively.
$120 Convertible Preferred Stock options exercised wice as follows: '

. Market Price on
Year Ended Number of - Option Price Date Exercised
December 31, Shares Per Share Total Per Share Total
1969 . ... 6372  $1350 -2000 $ 114,000 $32.50 - 41.00 ; 237.000
1970 .. .. 1,150 13.50 - 19375 .21,000 20.125- 24.00 27,000
1971 . . 7840 1350 - 18375 140,000 21.00 - 30.75 176,000
}g;g .. 2815 1350 - 1275 42,000 28.125- 32.00 86,000

‘mmmm@ﬁmmwmmrdmmmmmmmsm
mmh&eammdﬁnuﬁpdmwmwdmmmmw&em
was credited to additional paid-in capital

UnderﬁwpovisimuofﬂnCunpny'sl%R&ﬁadmdUmmhedSmkhndnsem
650,000 shares of Corimon Stock may be sold to key employees. The Stack Purchase Pian as originally
MWMW&MM&M&mkMathmeM
Z)%mdm%,rupedivdy.dtbedommpﬁawwdingd:damwwlﬁchmenpbyuk
designated as cne to whom shares may be offered for sale. The minimum purchase pri of restricted
shares under *be Stock Purchase Plan was raised from 20% to 30% of such market price in accordance
with 2 court-approved settiement terminating certain shareholders’ derivative litigation. The excess of
qmdmﬂanhemﬂtwdawhiwmﬂﬁaaddnmﬂdisbehgmmﬁzdbydnrgﬁ
to income over the restriction period. The unamortized balance to be amortized through the period ending
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GAF CORPORATION
AND CONSOLIDATED SUBSTDIARIES

NOTES TO OONSCLIDATED FINANCIAL STATEMENTS—(Contissuad )

October 12, 1982 amounted tn $2,302,000 and $2,918,000 at December 31, 1973 and 1972, respectively.
Under certain conditions, the Company has the right to repurchase restricted shares of Comman Stock
at the original selling price. These repurchased shares are held in treasury,
Notzx 10. RETIREMENT PLANS

The following is a summary of pension costs:

Year Amount

17 N $6.777 000 *
1972 i i cii it 5,961,000

0 5,539,000

71 3,667,000

1969 .o vviviiniiieir e eaaees 3,287,000

The actuarially computed value of vested benefits exceeded the total of pension funds and sccrued
liabilities for pension cost by $22,566,000 and $13,612,000 at December 31, 1973 and 1972, respectively.
The estimated unfunded prior service cost at December 31, 1973 was $25,314,000.

Nore 11. Execurive INCENTIVE COMPENSATION
The Comipany has an Executive Incentive Compensation Plan tlut provides for bonues to key

executives of the Company based on consclidated net income (as defined). The provision for such
bonuses was as follows:

Yar Ao
1973« e e e e $1.754000
1972 ... S SN 1624000
1971 ..... Crseaareieeneeaae, vee. 1265000
1970 «eririeea s -

1969 .0 oenitrineiiriaeeeans 201,000

Nore 12. SuPPLEMENTARY INCOME STATEMENT INFORMATION

The following table summarizes supplementary income statement information for the five years
ended December 31, 1973:

FUMY:CETQ-"; ber 31,
1973 1972 1971 1970 1969
Maintenance and repairs . .... ‘;} $36,079,000 $34,059000 $33,823,000 $30.839.000 $31,147.900
Depreciation of pruperty, plant

CQUIPMETt . ...uulieenrannres 23200000 25400000 24,550,000 22023000 20,704,000
Taxes, other than taxes on income
Social Security and unemploy-

L1 S 14521000 12475000 9385000 7675000 7,351,000

Other .........ccvvvvennnn 7430000 7173000 6650000 6539000 6.246,000

Rents ........coovnviieninennn 14092000 13283000 12022000 11206000 8136000
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GAF CORPORATION
AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSCLIDATED FINANCIAL STATEMENTS—(Cemtizned)

Norx 13. Commrrments anp CONTINCENT LIABILITIRS
The Company is obligated under various long-term, noncancellable lexses at December 31, 1973 a8

L followa:

§ Rental By Poiod
; Bui!h‘n in Thoussnds

| et gl Mo,
1974 . e $73  $5305  $2440  §7m8
: 1975 coveviiniinnnes 67 4,633 1920 6,620
1976 «ovvveveneinnins 35 4,363 1441 5839
£ 1977 ivenininns we 3 4,250 842 5123
i 172 S 31 4,154 470 4,655
; 1979-1983 ....uviiins 178 19,531 631 2,39
' 19841988 .ovvnnnnnn 178 10,381 28 10,587
E 1989193 .euveirrree 7 7,364 - 731
i Beyond 1993 ......... - 4685 - 4,685

The above amounts are for existing ieases and do mot represent a forecast of future expense.

The Company has financing leases a3 defined by the Securities and Excins = Commission. The
present value of commitments applicable to these leases is less than five perrent of the sum of long-term
debt, shareholders’ equity and the present value of such leases. The impact on 1973 net income which would
have resulted if these leases were capitalized is less than three percent of average net income for the years
1971 to 1973,

The Company had commit, ents of approximately $15,066000 at December 31, 1973 for the
acquisition of property, plant and equipment.

During 1973 the Cost of Living Council found that the Company engaged in no violatica of the
“base period profit margin” test under Phase II of the Government’s Economic Stabilization Program
thereby climinating the contingent liability previously reported.

AtDmbaSl,lWS,&mwmwntinhwaﬁt!ainddlimlpmdingagaimd\eCunpuy.
In the opinion of management, the ultimate disposition of thesc matters will not materially affect the
Company’s consolidated financial position.

L “ EWD
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